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Introduction 


INPUT  was  requested  by  IBM  Canada,  Ltd.  to  examine  six  Canadian 
Information  Services  firms  to  understand  their  views  and  attitudes  regarding 
the  systems  operations  market  in  Canada. 

A  questionnaire  (Section  III)  was  administered  by  INPUT  and  profiles  of 
each  of  the  vendors  were  completed.  These  profiles  are  included  in 
Section  II. 
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COMPANY  PROFILE 


A 

CGI  Group 

605  Rogers  Road 
5th  floor 

Toronto,  Ontario  M6M  5E3 


1  

Systems  Operations 
(SO)  Background, 
Organization,  and 
Offerings 


a.  Corporate 

CGI  Group's  total  revenues  are  reported  to  be  approximately  $64  million 
with  800  employees. 

b.  Systems  Operations  Organization 

CGI's  systems  operations  capabilities  are  provided  through  a  systems 
operations  service  area  of  each  regional  office.  CGI  reports  their  systems 
operations  revenue  to  be  between  $15  and  $20  million  with  about  150  to 
175  employees  providing  services  in  Canada. 

c.  Years  Providing  Systems  Operations  Services 

CGI  has  been  providing  systems  operations  services  for  almost  20  years. 
Their  first  SO  contracts  date  back  to  the  early  1970s. 

d.  Number  of  SO  clients 


CGI  reports  about  35  to  40  nongovernment  systems  operations  clients  in 
Canada  and  8  to  10  government  clients.  Government  chents  are  mainly 
provincial  governments  in  Canada. 

e.  Average  Revenue  per  SO  Client 

Average  revenue  per  nongovernment  client  in  Canada  is  approximately 
$0.3  million  and  approximately  $0.25  million  per  government  client. 

f.  SO  Business  Objectives 

CGI's  primary  business  objectives  are  revenue  and  profits  from  systems 
operations  and  response  to  customer  demands.  CGI  believes  in  the 
longevity  of  systems  operations  relationships.  A  typical  SO  relationship 
can  last  5-10-20  years  if  the  client  is  serviced  well. 
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g.  Service  Modes  Provided,  Profitability 

CGI  provides  services  on  client-owned  equipment  or  CGI-owned  equip- 
ment that  is  dedicated  to  the  client's  information  processing,  at  the 
customer's  site  or  CGI's  site. 

Clients  prefer  services  on  client-owned  equipment  on  the  client's  prem- 
ises. According  to  CGI,  this  configuration  appears  to  be  preferred  due  to 
a  comfort  factor  on  the  client's  part  with  equipment  on  premises  and 
dedicated  to  them. 

Services  that  are  provided  on  CGI's  site  are  slightly  more  profitable 
because  staff  and  skills  can  be  shared  across  clients. 

h.  SO  Services  Offerings 

CGI  provides  operation  of  client-maintained  applications,  develops 
completely  new  solutions  and  performs  entire  customer  functional 
activities.  They  do  not  normally  provide  application  maintenance, 
enhancements,  modifications,  or  develop  new  systems  to  operate  in 
existing  environments  as  part  of  their  general  systems  operations  con- 
tracts. CGI  does  have  other  areas  that  will  provide  these  services  as  part 
of  a  professional  services  offering. 

i.  Pricing  Options 

CGI  usually  provides  services  under  a  fixed-price  contract  and  very 
rarely  under  a  cost-plus  contract.  CGI  prefers  the  fixed-price  contract. 

j.  Recent  Before-Tax  Profit  Margins 

CGI  reports  recent  before-tax  margins  to  be  approximately  10%  for  both 
the  government  and  nongovernment  markets. 
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Strategy  and  Markets    a.  Market  Focus 


CGI  targets  opportunities  at  sites  with  IBM  mainframes,  the  IBM  4380 
and  larger.  Since  they  basically  only  operate  the  system,  there  are  no 
application  or  industry-specific  market  targets. 

CGI  selects  target  opportunities  by  the  size  of  the  equipment  at  the  site, 
the  state  of  the  organization,  and  the  growth  plans  of  the  target  company. 
They  feel  that  they  have  a  higher  chance  of  success  at  companies  that  are 
in  the  middle  of  a  merger  or  acquisition,  or  in  a  state  of  change  or  growth. 

b.  SO  Promotion 

CGI  promotes  their  systems  operations  capabilities  through  the  use  of 
direct  sales  coverage,  advertising  in  trade  or  industry  publications,  and 
word  of  mouth/client  referrals. 

c.  Source  of  Prospects 

CGI  responds  to  RFPs,  leverages  existing  contracts,  uses  direct  sales,  and 
offers  subcontracting  services  to  systems  integrators. 

d.  Sales  Positioning/Market 

CGI  positions  themselves  as  being  without  equal  in  the  marketplace  with 
their  systems  operations  capabilities.  They  have  experience  in  SO,  a 
proven  track  record,  and  have  developed  methodologies  to  deliver  secure, 
error-free  service  that  they  believe  is  superior  to  what  any  client  could 
achieve  on  its  own. 

e.  Major  Competitors 

CGI  perceives  STM  to  be  its  major  competitor  in  the  government  and 
nongovernment  markets.  CGI  considers  EDS  a  competitor  on  paper  only, 
as  EDS  has  a  different  approach  to  systems  operations  than  CGI. 


CGI  believes  that  positive  factors  driving  clients  and  prospects  to  systems 
operations  are: 

•  Availability  of  internal  operations  skills 

•  Executive  time/energy  devoted  to  information-related  decisions 
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View  of  Market 
Drivers 


a.  View  of  Client  SO  Selection  Criteria 
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•  Operating  costs 

•  Service  levels 

•  Capital  investment  requirements  for  computing  equipment  and  facili- 
ties 

•  Near-term  cash  flow 

•  Data  security  and  privacy 

•  Importance  of  application  and/or  information  processing  to  the  client's 
business  success 

•  Operation  on  a  system  dedicated  to  that  client's  work 

•  Labor  relations/unions 

•  Ability  of  the  client  to  focus  on  a  mission 

b.  Client/Prospect  SO  Vendor  Selection  Criteria 

CGI  indicated  that  the  primary  criteria  their  clients  and  prospects  con- 
sider when  selecting  a  systems  integration  (SI)  vendor  are: 

•  Vendor's  systems  operations  experience 

•  Vendor-provided  systems  integration  services 

•  Vendor-provided  equipment  and/or  systems  software  maintenance 

•  Vendor  ability  to  protect  and  secure  data 

•  Reduced  capital  investment  requirements 

•  Labor  relations/unions 

They  believe  that  their  clients'  and  prospects'  secondary  evaluation 
criteria  are: 

•  If  part  of  an  SI  contract,  systems  operations  are  performed  by  the  prime 
contractor 

•  SO  performed  on  the  customer's  premises 

•  SO  performed  at  the  vendor's  location 
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•  Vendor-provided  software  applications  maintenance 

•  Vendor-provided  applications  software  modifications  and  enhance- 
ments 

•  Vendor-provided  applications  development  to  run  on  current  hardware 
environments 

•  Lower  operating  expenses 

•  Near-term  cash  flow  improvements 

•  Vendor  industry  or  applications  experience 

4  

Capabilities  and  a.  Other  Products  and  Services  Offered 

Product  Offerings 

Perceived 
Strength 
(WM/L) 


•  Business  consulting  H 

•  Systems  integration  services  H 

•  Software  development  services  H 

•  Education/training/documentation  M 

•  Software  maintenance  H 

•  Disaster  recovery/service  H 


b.  Perceived  Competitive  Advantages 

CGI  perceives  that  its  telecommunications  consulting  ability,  nearly  20 
years  experience,  and  the  methodologies  employed  give  the  company  a 
competitive  advantage  in  bidding  systems  operations  contracts. 

5  

View  of  SO  a.  View  of  Renewed  Client  Interest  in  SO 

Opportunity 

CGI  perceives  that  there  is  a  renewed  interest  in  systems  operations  as  the 
industry  matures  and  information  systems  managers  become  more  fo- 
cused on  the  core  business  of  the  company.  These  managers  are  concen- 
trating more  on  the  real  information  requirements  and  uses,  rather  than 
the  processing. 
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b.  Anticipated  Annual  SO  Industry  Growth  Rate  (1989-1994) 

CGI  perceives  that  the  growth  rate  for  the  government  and  nongovern- 
ment markets  over  the  next  five  years  will  be  in  the  range  of  20%  to 
25%. 

c.  Current  Expected  Industry  Margins 

CGI  believes  that  the  average  industry  margins  in  the  nongovernment 
market  are  in  the  range  of  10%  to  15%  in  Canada  and  8%  to  10%  for  the 
government  market. 
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COMPANY  PROFILE 


B 

EDS  of  Canada 

1615  Dundas  Street  East 
Whilby,  Ontario  LI  N  7S6 


Systems  Operations 
(SO)  Background, 
Organization,  and 
Offerings 


a.  Corporate 

Revenues  (1988):  $4.85  billion  (Worldwide) 
(59%  captive  GM  business) 
EDS  of  Canada:  $175  million 
(90%  captive  GM  business) 


Employees: 


52,000  (Worldwide) 
EDS  of  Canada:  1,250 


b.  Systems  Operations  Organization 

Systems  operations  is  considered  by  EDS  of  Canada  to  be  its  primary 
business.  EDS  of  Canada  only  provides  services  to  Canadian  clients.  It 
has  been  providing  these  services  as  a  separate  entity  for  five  years. 

c.  Number  of  SO  Clients 


EDS  of  Canada  has  three  clients  in  Canada:  General  Motors  and  two 
commercial  clients. 

d.  Average  Revenue  per  SO  Client 

Average  revenue  per  client  is  considered  to  be  proprietary,  but  INPUT 
estimates  that  its  total  non-GM  SO  revenues  are  between  $3  million  and 
$5  million. 

e.  SO  Business  Objectives 

EDS'  prime  business  objectives  are  revenue  and  profits  from  providing 
systems  operations  services,  revenues  from  software  sales,  control  of 
account  base,  and  providing  services  in  response  to  customer  demands. 
Revenue  from  hardware  sales  is  considered  to  be  a  secondary  motivator 
for  the  firm. 
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f.  Service  Modes  Provided,  Profitability 

EDS  of  Canada  provides  services  on  client-owned  equipment  as  well  as 
equipment  that  EDS  owns.  Services  are  provided  on  client  premises  and 
at  EDS'  location.  Equipment  is  shared  by  multiple  clients.  Since  it  has 
had  very  few  clients  other  than  General  Motors,  there  has  been  no  real 
determination  of  a  preferred  mode  of  delivery  or  profitability. 

g.  SO  Services  Offerings 

EDS  provides  a  full  range  of  services  including  application  maintenance, 
modifications  and  enhancements,  development  of  new  applications,  and 
system  integration  (SI)  services  in  addition  to  providing  operations  of  in- 
formation processing  systems. 

h.  Pricing  Options 

Systems  operations  clients  are  offered  their  choice  of  fixed-price,  charges 
based  on  transaction  volumes,  and  cost-plus  contracts.  EDS  has  no  real 
preference  as  to  the  type  of  pricing  that  is  part  of  a  contract. 

i.  Recent  Before-Tax  Profit  Margins 

Information  unavailable  at  this  time. 

2  

Strategy  and  Markets     a.  Market  Focus 

EDS  of  Canada's  market  focus  is  primarily  vertical  with  emphasis  on  the 
manufacturing,  banking/financial,  and  government  markets.  It  is  in  the 
process  of  examining  other  markets.  At  this  time,  prospects  have  been 
approaching  it.  EDS  is  capitalizing  on  business  experiences  of  its  U.S. 
counterpart. 

b.  SO  Promotion 

EDS  is  attempting  to  promote  its  systems  operations  capabilities  through 
direct  sales  coverage  and  the  referrals  of  clients. 

c.  Source  of  Prospects 

Prospects  for  system  operation  are  found  through  responding  to  requests 
for  RFPs  and  offering  SO  services  to  systems  integrators.  EDS  also 
attempts  to  leverage  existing  contracts  into  additional  systems  operations 
business. 
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d.  Sales  Positioning/Market 

EDS  capitalizes  on  its  background  and  experience  gained  through  its 
work  for  General  Motors  in  positioning  itself  with  new  clients.  General 
Motors  has  provided  it  with  a  variety  of  experiences  in  the  manufacturing 
environment.  It  is  able  to  call  on  the  parent  company  in  the  U.S.  for 
additional  resources  and  expertise  to  fulfill  a  contract. 

e.  Major  Competitors 

EDS  views  its  major  competitors  in  the  systems  operations  area  to  be 
IBM  and  STM  Systems  in  the  commercial  market  and  SHL  Systemhouse 
in  the  federal  arena. 


STM  believes  that  positive  factors  driving  clients  and  prospects  to  sys- 
tems operations  are: 

•  Availability  of  internal  operations  skills 

•  Executive  energy/time  devoted  to  information-related  decisions 

•  Operating  costs 

•  Responsiveness  to  requests  for  applications  changes  and  improvements 

•  Responsiveness  to  requests  for  new  application  development 

•  Capital  investment  requirements  for  computing  equipment  and  facilities 

•  Near-term  cash  flow 

•  Data  security  and  privacy 

•  Importance  of  appUcation  and/or  information  processing  to  the  client's 
business  success 

•  Operation  on  a  system  dedicated  to  that  client's  work 

•  Labor  relations/unions 
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View  of  Market 
Drivers 


a.  View  of  Client  SO  Selection  Criteria 
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b.  Client/Prospect  SO  Selection  Criteria 

EDS  indicated  that  the  primary  criteria  its  clients  and  prospects  consider 
when  selecting  an  SO  vendor  are: 

•  Vendor's  systems  operations  experience 

•  If  part  of  an  SI  contract,  systems  operations  were  performed  by  the 
prime  contractor 

•  Vendor-provided  software  applications  maintenance 

•  Vendor-provided  applications  software  modifications  and  enhance- 
ments 

•  Vendor-provided  applications  development  to  run  on  current  hardware 
environments 

•  Vendor-provided  systems  integration  services 

•  Lower  operating  expenses 

•  Near-term  cash  flow  improvements 

•  Vendor  ability  to  protect  and  secure  data 

•  Reduced  capital  investment  requirements 

•  Vendor  industry  or  application  experience 

•  Labor  relations/unions 

It  believes  that  its  clients'  and  prospects'  secondary  evaluation  criteria 
are: 

•  SO  performed  on  the  customer's  premises 

•  SO  performed  in  the  vendor's  location 

•  Vendor-provided  equipment  and/or  systems  software  maintenance 
directly,  through  OEM  or  TPM  firms 
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4  

Capabilities  and  a.  Other  Products  and  Services  Offered 

Product  Offerings 

Perceived 
Strength 
(BM/L) 


•  Business  consulting  H 

•  Systems  integration  services  H 

•  Software  development  services  H 

•  Education/training/documentation  H 

•  Packaged  application  software  H 

•  Packaged  systems  software  H 

•  Computer/communications  hardware  M 

•  Software  maintenance  H 

•  Disaster  recovery/service  H 


b.  Perceived  Competitive  Advantages 

EDS  of  Canada  believes  its  experience  in  the  manufacturing  arena  gives 
it  a  competitive  advantage  in  bidding  like  contracts.  Resources  and 
experience  of  the  parent  U.S.  company  also  contribute  to  its  value  as  it  is 
able  to  tap  into  these  resources  on  an  as-needed  basis  to  support  and 
augment  its  capabilities.  The  parent  company  has  had  many  experiences 
in  the  retail  and  healthcare  areas  that  the  Canadian  division  can  also  draw 
upon  as  needed. 

5  

View  of  SO  a.  View  of  Renewed  Client  Interest  in  SO 

Opportunity 

EDS  does  not  view  the  market  as  having  a  renewed  interest  in  systems 
operations.  The  market  has  always  shown  a  great  deal  of  interest  in 
systems  operations. 

b.  Anticipated  Annual  SO  Industry  Growth  Rate  (1989-1994) 

EDS  projects  that  the  Canadian  commercial  market  for  systems  opera- 
tions will  grow  at  an  annual  industry  rate  of  30%  to  40%  over  the  next 
five  years. 
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c.  Current  Expected  Industry  Margins 

Infonnation  unavailable  at  this  time. 
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COMPANY  PROFILE 


c 

LGS  Group,  Inc. 

2001  Shepard  Avenue  East 
Suite  300 

North  York,  Ontario  M2J  4Z8 


Systems  Operations 
(SO)  Background, 
Organization,  and 
Offerings 


a.  Corporate 

Revenues  :      $36  million 
Employees :  650 

b.  Systems  Operations  Organization 

LGS  provides  systems  operations  services  as  a  service  group  out  of  each 
branch  location.  LCS  claims  to  derive  approximately  $10  to  $12  million 
in  revenue  from  systems  operations  services  through  250  employees.  SO 
services  are  provided  to  the  Canadian  market  only. 

c.  Years  Providing  Systems  Operations  Services 

LGS  has  been  providing  systems  operations  services  for  about  seven  to 
ten  years. 

d.  Number  of  SO  Clients 

According  to  LGS,  they  have  two  nongovernment  clients  and  four  gov- 
ernment clients.  Government  clients  include  one  provincial  client  and 
two  "hydro"  (electrical  utility)  clients. 

e.  Average  Revenue  per  SO  Client 

Average  revenue  per  client  for  nongovernment  clients  is  approximately 
$1.5  million  and  $2  million  for  government  clients  in  Canada. 

f.  SO  Business  Objectives 

LGS'  primary  business  objectives  are  revenue  and  profits  from  systems 
operations  in  response  to  customer  demand.  Control  of  account  base  is 
also  considered  to  be  a  primary  objective. 
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Revenues  and  profits  from  hardware  and/or  software  sales  is  considered 
to  be  a  secondary  business  objective. 

g.  Service  Modes  Provided,  Profitability 

LGS  provides  systems  operations  services  on  client-owned  equipment, 
on  the  client's  premises.  This  equipment  is  dedicated  to  that  client's 
processing.  All  situations  to  date  have  followed  this  configuration  of 
service  modes.  According  to  LGS,  since  it  does  not  have  a  computing 
facility,  this  configuration  is  the  most  profitable  for  them. 

h.  SO  Services  Offerings 

LGS  provides  operation  on  client-maintained  applications;  applications 
modifications,  enhancements,  and  maintenance;  systems  integration 
services  to  develop  completely  new  solutions;  and  development  of  new 
applications  for  existing  environments.  LGS  also  provides  remote 
technical  support  of  client-run  operations  by  answering  specific  technical 
questions. 

i.  Pricing  Options 

LGS  offers  fixed-price  contracts  to  its  systems  operations  clients.  They 
have  considered  offering  cost-plus  contracts,  but  have  not  at  this  time. 
They  prefer  fixed-price  contracts. 

j.  Recent  Before-Tax  Profit  Margins 

LGS'  recent  before- tax  margins  have  been  approximately  10%  for  the 
government  and  nongovernment  markets  of  Canada. 

2  

Strategy  and  Markets     a.  Market  Focus 

LGS  claims  that  their  systems  operations  marketing  is  targeted  at  primar- 
ily functional  opportunities,  but  their  target  industries  are  government, 
the  financial  sector,  and  the  distribution  sector.  They  target  intermediate 
to  large  IBM  sites,  AS400  to  IBM  3090. 

b.  SO  Promotion 

LGS  promotes  their  systems  operations  capabilities  through  word  of 
mouth  referrals  and  vendor  references  from  IBM. 
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c.  Source  of  Prospects 

LGS  responds  to  RFPs  and  leverages  existing  contracts  to  locate  pros- 
pects for  systems  operations.  LGS  also  subcontracts  to  IBM  for  projects 
and  depends  on  IBM  for  some  of  their  business. 

d.  Sales  Positioning/Market 

LGS  positions  itself  as  providing  quality  operations  service,  leveraging 
their  IBM  expertise  and  remote  technical  support. 

e.  Major  Competitors 

LGS  perceives  its  major  competitors  to  be  EDS,  STM  Systems  Corpora- 
tion, and  CGI  in  the  government  and  nongovernment  markets. 

3  

View  of  Market  a.  View  of  Client  SO  Selection  Criteria 

Drivers 

LGS  believes  that  positive  factors  driving  clients  and  prospects  to  sys- 
tems operations  are: 

•  Availability  of  internal  operations  skills 

•  Service  levels 

•  Responsiveness  to  requests  for  application  changes  and  improvement 

•  Responsiveness  to  requests  for  new  application  development 

•  Operation  on  a  system  dedicated  to  that  client's  work 

•  Labor  relations/unions 

•  Changes  in  market  conditions  (mergers  and  acquisitions  activities) 

They  believe  that  the  following  factors  are  discouraging  clients  and 
prospects  from  using  systems  operations: 

•  Operating  costs 

•  Data  security  and  privacy 

•  Importance  of  the  application  and/or  information  processing  to  the 
client's  business  success 

Executive  time  and  energy  devoted  to  information-related  decisions  is 
considered  by  LGS  to  be  both  a  positive  and  negative  factor. 


VIOL 


17 


SYSTEMS  OPERATION  STUDY  FOR  IBM  CANADA,  LTD. 


INPUT 


b.  Client/Prospect  SO  Vendor  Selection  Criteria 

LGS  indicated  that  the  primary  criteria  their  clients  and  prospects  con- 
sider when  selecting  an  SI  vendor  are: 

•  Vendor's  systems  operations  experience 

•  SO  performed  on  the  customer's  premises 

•  Vendor-provided  systems  integration  (SI)  services 

•  Vendor  abihty  to  protect  and  secure  data 

•  Vendor  industry  or  application  experience 

•  Labor  relations/unions 

They  believe  that  their  clients'  and  prospects'  secondary  evaluation 
criteria  are: 

•  If  part  of  an  SI  contract,  systems  operations  are  performed  by  the  prime 
contractor 

•  SO  performed  at  the  vendor's  location 

•  Vendor-provided  software  application  maintenance 

•  Vendor-provided  software  modification  and  enhancements 

•  Vendor-provided  applications  development  to  run  on  current  hardware 
environments 

•  Vendor-provided  equipment  and/or  systems  software  maintenance 

•  Lower  operating  expenses 

•  Near-term  cash  flow  improvements 

•  Reduced  capital  investment  requirements 
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4  

Capabilities  and  a.  Other  Products  and  Services  Offered 

Product  Offerings 

Perceived 
Strength 


•  Business  consulting  M 

•  Systems  integration  services  H 

•  Software  development  services  H 

•  Education/training/documentation  M 

•  Software  maintenance  M 


b.  Perceived  Competitive  Advantages 

LGS  perceives  their  concentration  on  the  IBM  architecture  to  be  their 
prime  competitive  advantage  in  bidding  systems  operations  contracts. 

5  

View  of  SO  a.  View  of  Renewed  Client  Interest  in  SO 

Opportunity 

LGS  perceives  a  renewed  interest  in  systems  operations  stemming  from  a 
scarcity  of  experienced  people  in  the  marketplace.  The  number  of  recent 
mergers  and  acquisitions  activities  have  also  contributed  to  client  interest 
in  systems  operations. 

b.  Anticipated  Annual  SO  Industry  Growth  Rate  (1989-1994) 

LGS  expects  the  annual  industry  growth  rate  to  be  in  the  area  of  25%  for 
the  government  and  nongovernment  markets. 

c.  Current  Expected  Industry  Margins 

LGS  believes  that  average  industry  margins  in  Canada  are  approximately 
10%  for  the  government  and  nongovernment  markets. 
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COMPANY  PROFILE 


D 

SHL  Systemhouse,  Ltd. 

50  O'Connor  Street,  Suite  1616 
Ottawa,  Ontario  K1 P  6L2 


Systems  Operations 
(SO)  Background, 
Organization,  and 
Offerings 


a.  Corporate 

Revenues  :      $240  million 
Employees :  2,600 

b.  Systems  Operations  Organization 

SHL  Systemhouse  provides  systems  operations  services  as  part  of  one 
business  center  in  three  to  four  branches.  SHL  claims  to  derive  approxi- 
mately $10  to  $12  million  in  revenue  through  systems  operations.  Mar- 
kets serviced  include  the  U.S.,  Europe  and  the  Middle  East,  and  Canada. 

c.  Years  Providing  Systems  Operations  Services 

SHL  has  been  providing  systems  operations  services  for  approximately 
10  years. 

d.  Number  of  SO  Clients 

According  to  SHL,  they  have  10  govemment  clients  in  Canada  and  one 
federal  and  one  state/local  client  in  the  U.S.  for  systems  operations. 

e.  Average  Revenue  per  SO  Client 

Average  revenue  per  client  for  facilities  management  is  approximately 
$0.5  million  in  Canada  and  and  approximately  $1  million  in  the  U.S. 

f.  SO  Business  Objectives 

SHL's  primary  business  objective  are  revenue  and  profits  from  systems 
operations  and  hardware  and/or  software  sales  in  response  to  customer 
demands.  Control  of  account  base  is  considered  to  be  a  secondary  busi- 
ness objective. 
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g.  Service  Modes  Provided,  Profitability 

SHL  offers  systems  operations  on  equipment  that  they  own  or  is  owned 
by  the  client.  The  equipment  may  be  at  the  client's  site  or  on  SHL's 
premises,  and  may  be  dedicated  to  one  client  or  many.  SHL  claims  to 
have  no  preference  as  to  service  mode.  The  most  profitable  modes  are 
those  where  they  purchase  equipment  on  behalf  of  the  client. 

h.  SO  Service  Offerings 

SHL  provides  operation  of  client-maintained  applications,  software 
modification,  enhancement,  and  maintenance,  development  of  applica- 
tions on  new  systems  and  existing  systems,  and  systems  integration 
services  to  develop  completely  new  systems.  SHL  also  provides  services 
to  act  as  an  agent  to  clients  and  perform  entire  customer  functional 
activities. 

i.  Pricing  Options 

SHL  provides  fixed-price  and  cost-plus  contracts  to  clients,  preferring 
fixed-price  contracts. 

j.  Recent  Before-Tax  Profit  Margins 

SHL's  recent  before- tax  margins  have  been  in  the  range  of  10%  to  15% 
in  Canada  and  8%  to  10%  in  the  U.S.  for  the  federal,  state,  and  local 
government  markets. 


Strategy  and  Markets    a.  Market  Focus 

SHL  claims  that  their  systems  operations  marketing  is  targeted  primarily 
at  functional  opportunities,  but  they  also  target  the  federal,  state,  and 
local  government  industries.  They  select  projects  on  an  opportunity 
basis,  not  specific  market  targets. 

b.  SO  Promotion 

Systems  operations  business  is  promoted  through  the  use  of  direct  sales 
coverage  and  reliance  on  word  of  mouth  and  client  referral. 

c.  Source  of  Prospects 

SHL  responds  to  RFPs  and  leverages  existing  contracts  as  well  as  uses 
the  direct  sales  force  to  locate  prospects  for  systems  operations. 
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d.  Sales  Positioning/Market 

SHL  positions  itself  primarily  as  a  systems  integrator,  providing  systems 
operations  services  as  a  substantial  added  service  to  systems  integration 
(SI)  clients. 

e.  Major  Competitors 

SHL  perceives  its  major  competitor  in  Canada  to  be  STM  Systems 
Corporation  and  EDS  in  the  U.S.,  in  the  government  market. 

3  

View  of  Market  a.  View  of  Client  SO  Selection  Criteria 

Drivers 

SHL  believes  that  positive  factors  driving  clients  and  prospects  to  sys- 
tems operations  are: 

•  Availability  of  internal  operations  skills 

•  Operating  costs 

•  Service  levels 

•  Responsiveness  to  requests  for  application  changes  and  improvements 

•  Responsiveness  to  requests  for  new  application  development 

•  Capital  investment  requirements  for  computing  equipment  and  facilities 

They  believe  that  data  security  and  privacy  discourages  clients  and 
prospects  from  using  systems  operations. 

b.  Client/Prospect  SO  Vendor  Selection  Criteria 

SHL  indicated  that  the  primary  criteria  its  clients  and  prospects  consider 
when  selecting  an  SO  vendor  are: 

•  If  part  of  an  SI  contract,  systems  operations  are  performed  by  the  prime 
contractor 

•  Vendor-provided  systems  integration  services 

•  Lower  operating  expenses 

They  believe  that  their  clients'  and  prospects'  secondary  evaluation 
criteria  are: 

•  Vendor's  systems  operations  experience 
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•  SO  performed  on  the  customer's  premises 

4 

•  SO  performed  at  the  vendor's  location 

Product  Offerings 

it    Ofhpr  PrnHiirt^  nnH  ^prvirpc  OffprpH 

PpropTVpd 
Strength 
(YUM/L) 

•  Business  consultine 

H 

•  Systems  integration  services 

H 

•  Softwarp  Hpvplonmpnt  sprvicps 
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•  Hardware  service  and  reoair 

L 

•  Software  maintenance 

M 

•  Disaster  recovery/service 

L 

b.  Perceived  Competitive  Advantages 

c 

J 

SHL  views  its  advantages  in  bidding  systems  operations  contracts  to  be 
depth  of  experience  and  good  client  relationships.  These  advantages 
appear  to  be  very  nonspecific,  yet  important. 

View  of  SO 
Opportunity 

a.  View  of  Renewed  Client  Interest  in  SO 

SHL  does  not  believe  that  there  is  a  renewed  interest  in  systems  opera- 
tions; interest  appears  to  be  stable. 

b.  Anticipated  Annual  SO  Industry  Growth  Rate  (1989-1994) 

SHL  views  the  industry  growth  rate  to  be  in  the  area  of  10%  in  both 
Canada  and  the  U.S.  for  the  next  five  years. 


c.  Current  Expected  Industry  Margins 

SHL  believes  that  average  industry  margins  are  approximately  10%  in 
the  U.S.  and  15%  in  Canada  for  the  federal,  state,  and  local  government 
markets. 
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E 

STM  (Semi-Tech  Microelectronics) 
Systems  Corporation 

955  Green  Valley  Crescent 
Ottawa,  Ontario  K2C  3V4 


Systems  Operations 
(SO)  Background, 
Organization,  and 
Offerings 


a.  Corporate 

STM  Systems  Corporation  is  a  professional  services  and  processing 
services  firm  providing  services  to  commercial  and  government  clients  in 
Canada,  the  U.S.,  Europe,  and  Pacific  RIM  countries.  Total  corporate 
revenues  amount  to  approximately  $200  million  (U.S.  dollars).  World- 
wide there  are  approximately  2,000  full-  and  part-time  employees  in  the 
corporation. 

b.  Systems  Operations  Organization 

Systems  operations  services  are  considered  to  be  the  primary  business  of 
STM.  It  derives  the  majority  of  its  revenue,  approximately  $150  million, 
from  systems  operations  and  related  activities.  All  employees  are  in- 
volved in  some  part  of  the  provision  of  these  services.  In  Canada,  there 
are  approximately  1,500  full-  and  part-time  employees  serving  40  to  45 
clients. 


c.  Years  Providing  Systems  Operations  Services 

STM  Systems  Corporation  is  the  result  of  consolidation  of  a  number  of 
information  services  firms.  The  oldest  of  these  firms  has  been  providing 
systems  operations  services  for  about  18  years.  Canada  Systems  Group 
(one  of  the  original  companies)  has  been  providing  these  services  for 
approximately  10  years. 


d.  Number  of  SO  Clients 


STM  has  between  20  and  25  clients  in  the  government  market  and  about 
20  clients  in  the  nongovernment  market  in  Canada.  They  have  six  inter- 
national clients  outside  of  Canada. 
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e.  Average  Revenue  per  SO  Client 

STM  states  that  revenues  per  client  average  between  $1  and  $1.5  million 
for  both  government  and  nongovernment  clients  in  Canada. 

f.  SO  Business  Objectives 

STM's  primary  business  objectives  in  the  systems  operations  business 
include  revenue  and  profits  and  service  in  response  to  customer  de- 
mands. Account  control  also  appears  to  be  of  importance.  Importance  is 
placed  on  the  development  of  long-term  relationships  and  creating  a 
stable  environment  from  which  to  provide  these  services. 

Revenue  and  profits  from  hardware  and  software  sales  appear  to  be  of 
secondary  importance. 

g.  Service  Modes  Provided,  Profitability 

STM  provides  services  on  equipment  they  own  as  well  as  equipment  the 
client  owns.  The  equipment  may  be  on  the  client's  premises  or  STM's 
regardless  of  who  has  ownership  of  the  equipment.  A  majority  of  the 
clients  in  the  commercial  sector  appear  to  prefer  owning  the  equipment 
that  is  dedicated  to  them  at  an  STM  site. 

Margins  and  profitability  differ  by  account,  depending  on  the  services 
provided  and  the  length  of  the  contract.  Other  factors  that  are  important 
to  the  profitability  include  equipment  financing  and  the  age  of  the  equip- 
ment involved.  The  use  of  used  equipment  and  older  equipment  offer  the 
chance  for  higher  profitability  on  the  contract. 

h.  SO  Services  Offerings 

STM  offers  a  full  range  of  systems  operations  services  from  only  operat- 
ing cUent-maintained  applications,  to  developing  the  applications  and 
maintaining  them,  as  well  as  providing  complete  functional  activity 
services  (e.g.,  perform  the  entire  functional  activity,  not  just  information 
processing).  Applications  may  be  developed  to  operate  in  existing 
hardware  environments  or  as  part  of  completely  new  systems. 

i.  Pricing  Options 

Depending  on  the  situation,  STM  offers  a  wide  range  of  pricing  options. 
Types  of  contracts  include  fixed-price,  transaction  volume-based 
charges,  cost-plus,  and  a  retail  rate  contract  for  clients  that  hire  STM 
people  to  operate  the  equipment.  The  fixed-price  contracts  may  offer  a 
provision  for  growth  that  allows  the  contract  to  expand  to  adjust  to  new 
requirements  or  to  provide  a  higher  level  of  service. 
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Preferred  contract  types  include  fixed-price  and  in  some  cases  retail  rate 
per  person  depending  on  whether  the  client  is  government  or  nongovem- 
ment. 

j.  Recent  Before-Tax  Profit  Margins 

Margins  have  been  in  the  area  of  13%  to  18%  in  the  Canadian  commer- 
cial market.  In  the  government  market,  margins  have  been  running 
approximately  15%  to  18%. 


Strategy  and  Markets    a.  Market  Focus 

STM's  focus  is  vertical,  concentrating  on  the  financial,  manufacturing, 
retail,  and  government  markets.  Government  areas  include  departments 
of  provincial  governments  and  crown  corporations. 

In  the  commercial  sectors,  STM  targets  the  largest  600  corporations  in 
Canada.  It  also  looks  for  broad-based  information  requirements  as  part  of 
its  selection  criteria. 

b.  SO  Promotion 

STM  promotes  its  systems  operations  business  through  direct  sales  cover- 
age, advertising  in  publications  (general  and  trade- specific),  radio  adver- 
tising, and  referrals  from  current  customers.  Referrals  from  clients 
appear  to  be  important  in  the  government  market.  Direct  mail  has  been 
used  in  very  few  cases. 

c.  Source  of  Prospects 

STM  responds  to  RFPs,  leverages  existing  contracts,  and  works  with 
other  companies  to  develop  prospects  for  their  systems  operations  activi- 
ties. They  sometimes  work  with  other  firms  on  systems  integration  (SI) 
contracts  and  offer  systems  operations  as  part  of  SI  contracts.  In  almost 
all  of  the  systems  operations  contracts  where  SO  is  a  result  of  systems 
integration,  STM  was  the  prime  contractor  for  the  systems  integration 
project. 

d.  Sales  Positioning/Market 

STM  positions  itself  as  being  an  unbiased  vendor  providing  a  broad  range 
of  systems  operations  services.  They  have  an  excellent  track  record  of 
providing  high-quality,  cost-effective  and  stable  service.  They  position 
themselves  as  being  the  largest  provider  of  systems  operations  services  in 
Canada,  with  there  being  very  few  services  that  they  can't  provide  to 
clients.  STM  considers  their  company  stability  to  be  an  asset  in  differen- 
tiating themselves  from  other  companies. 
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e.  Major  Competitors 

STM  considers  itself  as  having  close  to  a  monopoly  in  the  Canadian 
government  area,  as  it  is  the  only  vendor  to  have  data  centers  in  the 
capital  area.  Competition  includes  Westbridge  and  Data  Core  in  the 
government  market  and  CGI,  SHL  Systemhouse,  and  IBM  in  the  com- 
mercial market.  U.S.  companies  that  may  be  considered  competitors 
include  EDS,  Martin  Marrietta,  and  Anderson  Synerlogic. 


View  of  Market  a.  View  of  Client  SO  Selection  Criteria 

Drivers 

STM  believes  that  positive  factors  driving  clients  and  prospects  to 
systems  operations  are: 

•  Availability  of  internal  operations  skills 

•  Executive  energy/time  devoted  to  information-related  decisions 

•  Operating  costs 

•  Service  levels 

•  Responsiveness  to  requests  for  application  changes  and  improvements 

•  Responsiveness  to  requests  for  new  application  development 

•  Capital  investment  requirements  for  computing  equipment  and  facili- 
ties 

•  Near-term  cash  flow 

•  Data  security  and  privacy 

•  Importance  of  application  and/or  information  processing  to  the  client's 
business  success 

•  Operation  on  a  system  dedicated  to  that  client's  work 

•  Labor  relations/unions 

b.  Client/Prospect  SO  Vendor  Selection  Criteria 

STM  indicated  that  the  primary  criteria  its  clients  and  prospects  consider 
when  selecting  an  SO  vendor  are: 

•  Vendor's  systems  operations  experience 
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•  Vendor-provided  software  applications  maintenance 

•  Vendor-provided  applications  software  modifications  and  enhance- 


•  Vendor-provided  applications  development  to  run  on  current  hardware 
environments 

•  Vendor-provided  systems  integration  services 

•  Lower  operating  expenses 

•  Near-term  cash  flow  improvements 

•  Vendor  ability  to  protect  and  secure  data 

•  Reduced  capital  investment  requirements 

They  believe  that  their  clients'  and  prospects'  secondary  evaluation 
criteria  are: 

•  SO  performed  on  the  customer's  premises 

•  SO  performed  in  the  vendor's  locations 

•  Vendor-provided  equipment  and/or  systems  software  maintenance 
directly,  through  OEM  or  TPM  firms 

•  Vendor  industry  or  application  experience 

•  Labor  relations/unions 


ments 


4 


Capabilities  and 
Product  Offerings 


a.  Other  Products  and  Services  Offered 


Perceived 
Strength 
(YUM/L) 


•  Business  consulting 


M-H 


•  Systems  integration  services 


M-H 


•  Software  development  services 


H 


•  Education/training/documentation 


H 


•  Packaged  application  software 


M-H 
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•  Computer/communications  hardware 


M(G) 


•  Hardware  service  and  repair 


M(G) 


•  Software  maintenance 


M-H 


•  Disaster  recovery/service 


H 


View  of  SO 
Opportunity 


(G):  In  government  area  only. 

b.  Perceived  Competitive  Advantages 

STM  considers  its  ability  to  provide  a  full  range  of  services  to  be  part  of 
its  competitive  advantage.  STM's  expertise  in  the  operation  of  govern- 
ment systems  and  the  experience  of  its  people  add  to  this  advantage. 


a.  View  of  Renewed  Client  Interest  in  SO 

In  the  government  sector,  there  appears  to  be  a  continual  demand  for 
vendors  to  operate  information  systems.  In  the  commercial  sector,  the 
strategic  direction  of  business  appears  to  be  changing.  Businesses  are 
focusing  their  efforts  more  on  the  core  business  and  less  on  the  ancillary 
support  services  such  as  information  systems.  The  high  cost  and  availa- 
bility of  staff  has  contributed  to  a  feeling  to  leave  these  areas  to  vendors 
that  specialize  in  the  SO  business. 

b.  Anticipated  Annual  SO  Industry  Growth  Rate  (1989-1994) 

STM  expects  the  annual  industry  growth  rate  to  be  in  the  area  of  15%  to 
20%  over  the  next  five  years  in  the  commercial  and  government  markets. 

c.  Current  Expected  Industry  Margins 

In  the  commercial  market,  STM  expects  the  average  industry  margin  to 
be  between  10%  and  15%.  In  the  government  market,  it  expects  margins 
to  be  approximately  10%. 
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F 

Westbridge  Computer  Services 

1801  Hamilton  Street 

Regina,  Saskatchewan  S4P  4J2 


Systems  Operations 
(SO)  Background, 
Organization,  and 
Offerings 


a.  Corporate 

Revenues  :      $128  million 
Employees :  900 

b.  Systems  Operations  Organization 

Westbridge  Computer  Corporation  is  a  holding  company  that  wholly 
owns  Westbridge  Computer  Services  and  subsidiary  Westbridge  Systems. 
Westbridge  Systems  derives  approximately  $64  million  from  the  provi- 
sion of  systems  operations  services  to  clients  in  the  Canadian  market. 
Westbridge  claims  there  are  approximately  50  to  60  employees  involved 
in  systems  operations  services. 

c.  Years  Providing  Systems  Operations  Services 

Westbridge  has  been  providing  systems  operations  services  for  approxi- 
mately three  years. 

d.  Number  of  SO  Clients 

Westbridge  has  four  Canadian  government  clients. 

e.  Average  Revenue  per  SO  Client 

Westbridge  considers  revenue  per  client  to  be  proprietary  information. 

f.  SO  Business  Objectives 

Westbridge' s  primary  business  objectives  are  revenue  and  profits  from 
providing  systems  operations  services  in  response  to  customer  demands. 

Revenue  from  the  sales  of  hardware  and/or  software  is  considered  to  be  a 
secondary  business  objective. 
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g.  Service  Modes  Provided,  Profitability 

Westbridge  provides  systems  operations  services  on  equipment  that  the 
client  owns  either  on  its  premises  or  the  client's.  The  equipment  may  be 
dedicated  to  a  single  client  or  shared  by  multiple  clients. 

h.  SO  Services  Offerings 

Westbridge  provides  a  full  range  of  services  to  systems  operations 
clients.  These  services  include  operating  client-maintained  applications, 
providing  application  modifications,  enhancements,  and  maintenance, 
and  developing  applications  to  run  on  existing  equipment  or  to  run  on 
completely  new  equipment. 

i.  Pricing  Options 

Westbridge  offers  systems  operations  clients  fixed-price  contracts  and 
cost-plus  contracts.  Westbridge  prefers  the  fixed-price  contract. 

j.  Recent  Before-Tax  Profit  Margins 

Westbridge  considers  margin  information  to  be  proprietary  information. 

2  

Strategy  and  Markets    a.  Market  Focus 

Westbridge  focuses  its  efforts  on  the  government  market.  Westbridge 
considers  selection  criteria  to  be  confidential  information  and  will  not 
discuss. 

b.  SO  Promotion 

Westbridge  promotes  its  systems  operations  capabilities  through  direct 
sales  only. 

c.  Source  of  Prospects 

Westbridge  responds  to  RFPs,  leverages  existing  contracts,  and  uses 
direct  sales  personnel  to  find  prospects  for  its  systems  operations  busi- 
ness. 

d.  Sales  Positioning/Market 

Westbridge  positions  itself  as  having  the  people  and  operating  expertise 
to  run  IBM  3090  systems  in  western  Canada. 
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e.  Major  Competitors 

Westbridge  considers  SHL  Systemhouse,  Ltd.  as  a  major  competitor  in 
the  government  and  commercial  markets  in  Canada,  and  Semi-Tech 
International  and  subsidiary  Data  Crown  major  competitors  in  the  gov- 
ernment market. 


View  of  Market  a.  View  of  Client  SO  Selection  Criteria 

Drivers 

Westbridge  believes  that  positive  factors  driving  clients  and  prospects  to 
systems  operations  are: 

•  Availability  of  internal  operation  skills 

•  Executive  time/energy  devoted  to  information-related  decisions 

•  Operating  costs 

•  Service  levels 

•  Responsiveness  to  requests  for  new  application  development 

•  Data  security  and  privacy 

•  Operations  on  a  system  dedicated  to  that  client's  work 

They  believe  that  the  following  factors  are  discouraging  clients  and 
prospects  from  using  systems  operations: 

•  Responsiveness  to  requests  for  application  changes  and  enhancements 

•  Capital  investment  requirements  for  computing  equipment  and  facilities 

•  Near-term  cash  flow 

•  Importance  of  application  and/or  information  processing  to  the  client's 
business  success 

•  Labor  relations/unions 

b.  Client/Prospect  SO  Vendor  Selection  Criteria 

Westbridge  indicated  that  the  primary  criteria  their  clients  and  prospects 
consider  when  selecting  an  SO  vendor  are: 

•  Vendor's  systems  operations  experience 
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•  SO  performed  on  the  client's  premises 

•  SO  performed  at  the  vendor's  location 

•  Vendor-provided  systems  integration  services 

•  Vendor-provided  equipment  and/or  system  software  maintenance 

•  Lower  operating  expenses 

•  Vendor  ability  to  protect  and  secure  data 

•  Reduced  capital  investment  requirements 

They  believe  that  their  clients'  and  prospects'  secondary  evaluation 
criteria  are: 

•  Vendor-provided  software  application  maintenance 

•  Vendor-provided  software  application  modifications  and  enhancements 

•  Vendor-provided  applications  development  to  run  on  current  hardware 
environments 

•  Near-term  cash  flow  improvements 

•  Vendor  industry  or  application  experience 

•  Labor  relations/unions 


4 


Capabilities  and 
Product  Offerings 


a.  Other  Products  and  Services  Offered 


Perceived 
Strength 


•  Business  consulting 


H 


•  Systems  integration  services 


H 


•  Software  development  services 


M 


•  Education/training/documentation 


M 


•  Packaged  application  software 


L 
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•  Computer/communications  hardware 


M 


•  Software  maintenance 


M 


b.  Perceived  Competitive  Advantages 

Westbridge  views  its  FF  software  and  experience  in  the  government 
sector  providing  administrative  accounting  systems  to  be  major  competi- 
tive advantages. 


Westbridge  believes  that  there  is  a  renewed  interest  in  systems  operations 
as  more  companies  are  focusing  efforts  on  strategic  core  business.  The 
companies  are  getting  involved  in  managing  information  rather  than  the 
technology  that  produces  the  information,  providing  opportunities  for  the 
systems  operations  vendors. 

b.  Anticipated  Annual  SO  Industry  Growth  Rate  (1989-1994) 

Westbridge  anticipates  an  average  industry  growth  rate  of  15%  for  the 
government  sector. 

c.  Current  Expected  Industry  Margins 

Information  not  available. 


5 


View  of  SO 


a.  View  of  Renewed  Client  Interest  in  SO 


Opportunity 
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L 

Systems  Operations  -  Vendor 
Questionnaire 


Does  your  company  currently  offer  systems  operations  or  facilities  management  services? 
Y  N 

If  no  go  to  Section  2,  if  yes  complete  Section  1. 

Section  1  -  Systems  Operations  (SO)  Firms 

A  

Background/Business  Objectives 

1.  How  many  years  have  you  been  offering  systems  operations  services? 
 years 

2.  Which  of  the  following  modes  of  service  do  you  provide?  Services  that  are  provided  on: 
(Check  all  that  apply) 

Col  1  Col  2  Col  3 
(Q2)       (Q3)  (Q4) 

a.  Client-owned  equipment       

b.  Equipment  you,  the  SO       

vendor,  own 

C.        On  client's  premise       

d.  Your  premises       

e.  Equipment  dedicated  to       

a  single  client 

f.  Equipment  shared  by       

multiple  clients 
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3.       Which  of  the  just  mentioned  services  modes  do  the  majority  of  your  clients  prefer?  (Check 
all  that  apply  in  Column  2,  Question  2)  (a  or  b,  c  or  d,  and  e  or  f) 

Briefly  describe  why^  


4.       Which  of  the  above  service  modes  are  most  profitable  for  your  organization?  (Check  all  that 
apply  in  Column  3,  Question  2)  (a  or  b,  c  or  d,  and  e  or  f) 

Briefly  describe  why  


5.       Which  of  the  following  services  do  you  offer  to  your  systems  operations  clients?  (Check  all 
that  apply) 

a.  Only  operate  client-maintained   

applications 

b.  Provide  application  program   

maintenance  (fix) 

c.  Provide  application  modifications   

and  enhancements  (improve) 

d.  Develop  new  applications  to   

operate  in  existing  systems  environments 

e.  Provide  systems  integration  services   

to  develop  new  complete  solutions 

f.  Act  as  an  agent  to  clients  and   

perform  entire  customer  functional 

activity,  not  just  information  processing 

g.  Other  (specify)    


38 


VICL 


SYSTEMS  OPERATION  STUDY  FOR  IBM  CANADA,  LTD. 


INPUT 


6.  There  are  a  variety  of  business  objectives  that  can  be  achieved  through  systems  operations. 
Please  indicate  with  a  P  for  Primary  and  S  for  Secondary,  the  key  motivators  for  your  firm. 
(Leave  blank  those  that  do  not  apply) 

P/S/Blank 

a.  Revenue  and  profits  from  systems  operations   

b.  Control  of  account  base   

C.        Revenue  and  profits  from  hardware   

and/or  software  sales  (called  "flow-through") 

d.  Response  to  customer  demands   

e.  Other  (specify)  

B  

Systems  Operations  Organization  and  Staffing 

7.  Which  of  the  following  best  describes  the  overall  organization  of  your  company's  systems 
operations  capability?  (Check  all  that  apply) 

a.  Primary  business   

b.  Separate  division(s)   

c.  Subsidiary(s)   

d.  Other  (specify)    

8.  In  which  of  the  following  geographic  areas  do  you  provide  services?  (Check  all  that  apply) 


a. 

U.S. 

b. 

Europe/Middle  East 

c. 

Pacific  RIM  Countries 

d. 

Canada 

c. 

Central/South  America 

f. 

Africa 

In  the  next  series  of  questions  I  will  be  asking  about  both  the  U.S.  and  Canadian  markets. 
Please  respond  only  for  the  markets  where  your  firm  currently  participates. 


VIOL 


39 


SYSTEMS  OPERATION  STUDY  FOR  IBM  CANADA,  LTD. 


INPUT 


9.  How  many  employees  are  in  the  organization(s)  that  provide(s)  systems  operations  services? 

a.  In  the  U.S.   

b.  In  Canada   

c  

Customer  Base 

10.  How  many  systems  operation  clients  do  you  have  in  the  commerical  and  federal  markets  in 
the  U.S.  &  Canada?  (approximately) 

U.S.  Canada 

a.  Commercial     

b.  Federal     

1 1 .  What  do  you  believe  is  your  average  annual  revenue  per  customer?  (In  million  of  U.S.  dol- 
lars) 

U.S.  Canada 

a.  Commercial     

b.  Federal     

12.  Would  you  be  willing  to  name  five  or  more  customers  and  give  a  brief  description  of  how 
much  of  the  customers  information  processing  you  perform,  and  identify  which  specific 
applications  you  process? 


40 


VIOL 


SYSTE MS  OPERATION  STUDY  FOR  IBM  CANADA.  LTD 


INPUT 


D  

Financial  Characteristics 

13.  Please  provide  your  annual  revenues  from  systems  operations.  (If  you  cannot  give  actual 
numbers  please  provide  a  range.)   

14.  What  do  you  expect  the  annual  industry  growth  rate  for  systems  operations  will  be  in  the  U.S. 
and  Canada  for  the  commerical  and  federal  markets  for  the  next  5  years  (1989-1994)? 

U.S.  Canada 

a.  Commercial     

b.  Federal     

15.  What  do  you  believe  are  the  average  industry  margins  in  the  commercial  and  federal  systems 
operations  markets? 

U.S.  Canada 

a.  Commercial     

b.  Federal     

16.  Are  these  margins  increasing  or  decreasing?  (Please  indicate  I  for  increasing  or  D  for 
decreasing) 

U.S.  Canada 

a.  Commercial     

b.  Federal     

17.  What  have  your  recent  before  tax  margins  been  for  your  systems  operations  business? 

U.S.  Canada 

a.  Commercial     

b.  Federal     
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18.  Which  types  of  contracts  do  you  offer  to  your  systems  operations  clients  and  which  do  you 
prefer  to  offer? 

Check  all  Check  all 

offer  prefer 

a.  Fixed-price     

b.  Charges  based  on  transaction     

volumes 

c.  Cost-plus  contract     

d.  Other  (specify)      

E  

Strategy  and  Markets 

19.  Is  your  systems  operations  marketing  targeted  primarily  at  vertical  (industry  focused)  or 
functionally  (cross-industry  applications)  oriented  opportunities?  (Check  all  that  apply) 

a.  Vertical   

b.  Functional   

c.  Other  (specify)    

20.  Please  list  primary  target  industries  and/or  functions. 


21 .      What  is  your  selection  criteria  for  market  targets? 


42 


VIOL 


SYSTEMS  OPERATION  STUDY  FOR  IBM  CANADA,  LTD. 


INPUT 


22.  How  do  you  promote  your  systems  operations  business?  (Check  all  that  apply) 

a.  Direct  mail   

b.  Direct  sales  coverage   

c.  Advertising  (general  publications)   

A       Advertising  (trade  or  industry  publications)   

e.  Advertising  (radio/television)   

f.  Word  of  mouth/client  referral   

g.  Other  (describe)    

23.  How  do  you  find  prospects  for  systems  operations?  (Check  all  that  apply) 

a.  Respond  to  requests  for  RFPs   

b.  Leverage  existing  contracts   

c.  Direct  sales   

d.  Offer  subcontracting  services  to   

systems  integrators 

e.  Other  (specify)    

24.  How  does  your  company  position  itself  regarding  specific  customer  benefits,  capabilities  and 
competitive  differentiation. 


25.      Who  do  you  consider  to  be  your  major  competitors  in  the  commercial  systems  operations 
business?. ..in  the  federal? 

Commercial  Federal 
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F  

Market  Drivers 

26.      I  would  like  you  to  rate  the  importance  that  you  believe  clients  and  prospects  place  on  the 
following  factors  in  evaluating  their  use  of  systems  operations.  Please  indicate  the  positive 
factors  that  support  using  an  SO  firm  with  a  P  and  negative  factors  causing  prospects  not  to 
use  an  SO  with  an  N.  (Leave  unimportant  factors  blank) 

a.  Availability  of  internal  operations  skills   

b.  Executive  energy/time  devoted  to   

information-related  decisions 

c.  Operating  costs   

d.  Service  levels   

e.  Responsiveness  to  requests  for   

application  changes  and  improvements 

f.  Responsiveness  to  requests  for  new   

application  development 

g.  Capital  investment  requirements  for   

computing  equipment  and  facilities 

h.  Near- term  cash  flow   

i.  Data  security  and  privacy   

j.        Importance  of  application  and/or   

information  processing  to  the  client's 
business  success 

k.       Operation  on  a  system  dedicated  to   

that  client's  work 

1.        Labor  relations/unions   

m.       Other  (specify)    
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27,      Now  please  rate  the  importance  that  your  clients  and  prospects  are  placing  on  the  following 

criteria  when  selecting  a  systems  operations  vendor.  Please  indicate  the  primary  factors  with  a 
P  and  the  secondary  factors  with  an  S.  (Leave  unimportant  factors  blank) 

a.  Vendor's  systems  operations  experience   

b.  If  part  of  an  SI  contract,  systems   

operations  were  performed  by  the  prime 

contractor 

C.        SO  performed  on  the  customer's  premises   

d.  SO  performed  in  the  vendor's  location   

e.  Vendor-provided  software  applications   

maintenance  (fix) 

f.  Vendor-provided  applications  software   

modifications  and  enhancements  (improve) 

g.  Vendor-provided  applications  development   

to  run  on  current  hardware  environments 

h.  Vendor-provided  systems  integration   

services 

i.  Vendor-provided  equipment  and/or  systems   

software  maintenance  directly,  through 

OEM  or  TPM  fums 

j.        Lower  operating  expenses   

k.       Near-term  cash  flow  improvements   

L        Vendor  ability  to  protect  and  secure  data   

m.       Reduced  capital  investment  requirements   

n.       Vendor  industry  or  application  experience   

O.       Labor  relations/unions   

p.       Other  (specify)    
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G  

Capabilities  and  Product  Offerings 

28.  Which  of  the  following  additional  products  and  services  does  your  firm  offer?  In  the  second 
column  indicate  your  strength  in  each  area,  using  H/M/L,  and  in  the  third  column  indicate  the 
importance  of  this  capability  to  your  systems  operations  business  also  using  H/M/L. 

Offer        Strength  Impor- 
tance 

H/M/L  H/M/L 

a.  Business  consulting       

b.  Systems  integration  services       

c.  Software  development  services       

d.  Education/training/       

documentation 

e.  Packaged  application  software       

f.  Packaged  systems  software       

g.  Computer/communications       

hardware 

h.  Hardware  service  and  repair       

i.  Software  maintenance       

j.        Disaster  recovery/service       

k.       Other  (specify)        

29.  Are  there  specific  products,  services,  experience,  or  technologies  which  you  feel  give  you  a 
competitive  advantage  in  bidding  systems  operations  contracts?     Y  N 

If  yes,  please  describe  them  
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30.      Do  you  believe  that  there  is  a  renewed  cUent  interest  in  systems  operations?         Y  N 

If  yes,  what  specific  trends  in  the  user  community  do  you  feel  are  driving  this  renewed  inter- 
est? 


Section  2  -  Non-Systems  Operations  Firms 

Are  you  considering  entering  the  systems  operations  market?        Y  N 

(If  yes,  go  to  question  1,  if  no  answer  the  following  question,  fill  out  the  cover  sheet  and  termi- 
nate.) 

What  are  the  reasons  your  organization  would  not  consider  entry  into  the  SO  market? 


A  

Background/Business  Objectives 

1.       Which  of  the  following  systems  operations  modes  do  you  think  your  clients  and  prospects  will 
prefer?  Service  on:  (Check  all  that  apply) 

a.  Client-owned  equipment   

b.  Your  equipment   

C.        The  client  premises   

d.  Your  premises   

e.  Equipment  dedicated  to  a  single  client   

f.  Equipment  shared  by  multiple  clients   
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2.  Which  of  the  following  services  would  you  plan  to  provide  to  systems  operations  cUents? 
(Check  all  that  apply) 

a.  Only  operate  client-maintained   

applications 

b.  Provide  application  program  maintenance  (fix)   

c.  Provide  application  modifications  and   

enhancements  (improve) 

d.  Develop  new  applications  to  operate  in   

existing  systems  environments 

e.  Provide  systems  integration  services  to   

develop  new  complete  solutions 

f.  Act  as  an  agent  to  clients  and  perform   

entire  customer  functional  activity, 

not  just  information  processing 

g.  Other  (specify)    

3.  There  are  a  variety  of  business  objectives  that  can  be  achieved  through  systems  operations. 
Please  indicate  with  a  P  for  primary  an  S  for  secondary,  those  motivators  that  appear  to  be  key 
to  your  firm.  (Leave  blank  those  that  do  not  apply) 

a.  Revenue  and  profits  from  systems  operations   

b.  Control  of  account  base   

c.  Revenue  and  profits  from  hardware  and/or   

software  sales 

d.  Response  to  customer  demands   

e.  Other  (specify)    

B  

Market  Characteristics 

The  following  questions  pertain  to  both  the  U.S.  and  Canadian  markets.  Please  answer  for 
those  markets  where  your  firm  currently  participates. 
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What  do  you  expect  the  annual  industry  growth  rate  for  systems  operations  will  be  in  the  U.S. 
and  Canada  for  the  commerical  and  federal  markets  for  the  next  five  years  (1989-1994)? 

U.S.  Canada 

a.  Commercial     

b.  Federal     

What  do  you  believe  are  the  average  industry  margins  in  the  commercial  and  federal  systems 
operations  markets? 

U.S.  Canada 

a.  Commercial     

b.  Federal     

Are  these  margins  increasing  or  decreasing?  (Please  indicate  I  for  increasing  or  D  for 
decreasing) 

U.S.  Canada 

a.  Commercial     

b.  Federal     

Who  do  you  consider  to  be  the  major  competitors  in  the  systems  operations  business? 


Commercial 


Federal 
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c  

Market  Drivers 

8.       I  would  like  you  to  rate  the  importance  that  you  believe  clients  and  prospects  will  place  on  the 
following  factors  in  evaluating  their  use  of  systems  operations.  Please  indicate  the  positive 
factors  that  support  using  an  SO  firm  with  a  P  and  negative  factors  causing  clients  not  to  use 
an  SO  with  an  N.  (Leave  unimportant  factors  blank) 

a.  Availability  of  internal  operations  skills   

b.  Executive  energy/time  devoted  to   

information-related  decisions 

c.  Operating  costs   

d.  Service  levels   

e.  Responsiveness  to  requests  for   

application  changes  and  improvements 

f.  Responsiveness  to  requests  for  new   

application  development 

g.  Capital  investment  requirements  for   

computing  equipment  and  facilities 

h.  Near-term  cash  flow   

L        Data  security  and  privacy   

j.        Importance  of  appUcation  and/or   

information  processing  to  the  client's 
business  success 

k.       Operation  on  a  system  dedicated  to  that   

client's  work  only 

1.        Labor  relations/unions   

m.       Other  (specify)    
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Now  please  rate  the  importance  that  you  believe  users  and  prospects  of  systems  operations  are 
placing  on  the  following  criteria  when  selecting  a  systems  operations  vendor.  Please  indicate 
the  primary  factors  with  a  P  and  the  secondary  factors  with  an  S.  (Leave  unimportant  fac- 
tors blank) 


a.  Vendor's  systems  operations  experience 

b.  If  part  of  an  SI  contract,  systems 
operations  were  performed  by  the 
prime  contractor 

c.  SO  performed  on  the  customer's  premises 

d.  SO  performed  in  the  vendor's  location 

c.        Vendor-provided  software  applications 
maintenance  (fix) 

f.  Vendor-provided  applications  software 
modifications  and  enhancements  (improve) 

g.  Vendor-provided  applications  development 
to  run  on  current  hardware  environments 

h.  Vendor-provided  systems  integration 
services 

i.  Vendor-provided  equipment  and/or  systems 
software  maintenance  directly,  through 
OEM  or  TPM  firms 

j.  Lower  operating  expenses 

k.  Near-term  cash  flow  improvements 

1.  Vendor  ability  to  protect  and  secure  data 

m.  Reduced  capital  investment  requirements 

n.  Vendor  industry  or  application  experience 

o.  Labor  relations/unions 

p.  Other  (specify)  
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P  ^  

Capabilities  and  Product  Offerings 

10.      Which  of  the  following  products  and  services  does  your  firm  offer?  In  the  second  column 

indicate  your  strength  in  each  area,  using  H/M/L,  and  in  the  third  column  indicate  the  impor- 
tance of  this  capability  to  your  systems  operations  business  plans  also  using  H/M/L. 

Offer        Strength  Impor- 
tance 

H/M/L  H/M/L 

a.  Business  consulting       

b.  Systems  integration  services       

c.  Software  development  services       


d.  Education/training/ 
documentation 

e.  Packaged  application  software 

f.  Packaged  systems  software 

g.  Computer/communications 
hardware 

h.  Hardware  service  and  repair 

i.  Software  maintenance 

j.        Disaster  recovery/service 

k.       Other  (specify)  


11.      Are  there  specific  products,  services,  experience,  or  technologies  which  you  feel  would  give 
you  company  a  competitive  advantage  in  bidding  systems  operations? 

Y  N 

If  there  are,  please  describe  them.  .  
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12.      Do  you  agree  that  there  is  a  renewed  client  interest  in  systems  operations?  Y  N 

12a.     If  yes,  what  specific  trends  in  the  user  community  do  you  feel  are  driving  this  renewed  inter- 
est? 
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